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RECOMVENDATI ON FOR DI SPOSI T1 ON

APPEARANCES: Attorney Terrence J. MConville appeared on behal f of
the American Acadeny of Dermatology, Inc. (hereinafter referred to as the
"applicant").

SYNOPSI'S: The hearing in this mtter was held at 100 West Randol ph
Street, Chicago, Illinois, on Novenber 22, 1994, to determnm ne whether or
not Cook County parcel No. 07-13-101-003-0000 and the building thereon,
shoul d be exenmpt fromreal estate tax for the 1992 assessnent year.

M. Lawence E. Rosenthal, deputy executive director of the applicant,
was present at the hearing, and testified on behalf of the applicant

The first issue in this mtter includes whether the applicant
qualified as a school, pursuant to 35 ILCS 205/19.1, during the 1992
assessnent year. The second issue is whether the applicant owned the
parcel here in issue and the building thereon, during the 1992 assessnent
year . The last issue is whether the applicant used the parcel here in
issue and the building thereon, for school purposes during the 1992
assessnent year. Follow ng the subnmission of all the evidence and a review

of the record, it 1is determined that the applicant did not qualify as a



school during the 1992 assessnment year. It is further determ ned that the
applicant did own the parcel here in issue and the building thereon, for
real estate tax purposes during the period January 14, 1992, through
December 31, 1992. Finally, it is determ ned that the applicant did not
use the parcel here in issue and the building thereon, as a school during
the 1992 assessnent year.

FI NDI NGS OF FACT:

1. The position of the |Illinois Departnent of Revenue (hereinafter
referred to as the "Departnent"”) in this nmatter, nanely that the parce
here in issue and the building thereon, did not qualify for exenption
during the 1992 assessnent year, was established by the admssion in
evi dence of Departnent's Exhibits nunbered 1 through 6B.

2. On July 2, 1993, the Cook County Board of Appeals transmtted a
Certification of Exenption request, concerning this parcel and the building
thereon, for the 1992 assessnent year, to the Department (Dept. Ex. No. 2).

3. On February 17, 1994, +the Departnment denied the exenption of this
parcel and the building thereon, for the 1992 assessnment year (Dept. EX.
No. 3).

4. On February 25, 1994, the then attorney for the applicant requested
a formal hearing in this matter (Dept. Ex. No. 4).

5. The hearing which was held in this matter on Novenber 22, 1994, was
hel d pursuant to that request.

6. The applicant was incorporated in the State of Mnnesota on
November 1, 1961, for purposes which included the follow ng:

"The corporation is organized and shall be operated exclusively

for charitable, scientific, literary, or educational purposes.”
7. The applicant was authorized to do business in Illinois, pursuant
to the "General Not for Profit Corporation Act of Illinois, on Decenber 15,

1976.



8. On January 14, 1992, the parcel here in issue was conveyed to the
Chicago Title & Trust Co. as trustee of Trust No. 1096423, dated Novenber
26, 1991.

9. The applicant is the holder of 100% of the beneficial interest in
that trust.

10. The applicant, with a mnmenbership of over 9,000, represents
virtually all of the practicing dermatol ogists in the United States.

11. During 1992, the applicant's primary sources of income were
menber shi p dues, publication subscriptions, fees, and royalties for
publications, annual neeting registration fees, continuing education fees,
and course sal es.

12. Qut of a total incone of $9,179,216.00, the contributions received
by applicant, during 1992, total ed $47, 500. 00.

13. The dues to belong to the applicant were $450.00 per vyear, for
residents of the United States and Canada, and $225.00 per year for
nonresi dents of the United States and Canada.

14. The bylaws of the applicant provided that the Board of Directors
coul d wai ve dues. However, no evidence was offered concerning when or if
the board did, in fact, waive or reduce dues.

15. Applicant's Exhibit 2 is a floor plan of the building on this
par cel . Listed in red on this floor plan, are the nanmes of the various
depart nents.

16. The nunber circled in red under the nanme of each departnent is the
nunber of enployees in that departnent.

17. There is a departnment of education which works on the educati ona
activities of the applicant for the practicing physicians.

18. The depart nent of conmuni cati on devel ops t he publ i c- based
educational materials.

19. The marketing department sees to the production and distribution of



t he public-based educational materials.

20. The departnent of neetings plans the applicant's neetings for the
menbers.

21. The administrative services departnent is responsible for the
building and filling requests from practicing physicians and the public.

22. The departnment of finance keeps the financial records of the
applicant.

23. The associ ati on nmanagenment departnent provi des nmanagenment services
to the dermatol ogy subspecialty groups.

24. The nenbership servi ces depart nent works directly wth the
menber shi p and the medi cal education prograns.

25. The executive departnent is the adm nistration of the applicant.

26. The professional relations departnent handles the interaction of
applicant with the other nedical associations.

27. The IS departnent is the conputer services departnent.

28. Finally, there 1is the socioeconomc practice departnment, which
assists practicing dermatol ogists in dealing with changes in health reform

29. The enployees of the applicant then may be classified in three
categories.

30. The first category is general adm nistration, consisting of the
fi nance departnent, seven enployees; admnistrative services departnent,
seven enpl oyees; the executive departnent, five enployees; and the 1S
departnent, five enpl oyees.

31. The second category is public informati on and educati on, consisting
of the communi cati ons departnment, six enployees; and the marketing
departnent, four enpl oyees.

32, The third category includes the departnents dealing wth the
menbership and their problenms, including the education departnent, three

enpl oyees; the neetings departnent, eight enployees; the association



managenent departnent, seven enpl oyees; the nmenbership service departnent,
four enpl oyees; the professional relations departnent, two enpl oyees; and
finally, the socioecononmc practice department, six enpl oyees.

33. To summarize then, there are 24 enployees involved in genera
adm ni strative activities, 10 enployees involved in public information and
education, and 30 enpl oyees handling activities, concerning the practicing
physi ci an nenbers of the applicant.

34. The lower level of the building, during 1992, contained a nedia
library of scientific information concerning dermatol ogy, which is nade
avail able to the applicant's nmenbers and the general public, upon request.

35. The continuing nedical education activities of the applicant,
during 1992, included the continuing education courses and synposia at the
applicant's annual neeting held Decenber 5, 1992, through Decenber 10,
1992. Those prograns at the annual neeting ranged from one and one-half
hours to two days in | ength.

36. There al so was a two-day conference on environnental hazards to the
skin, sponsored by the applicant.

37. The applicant also prepared and nade available to the nmenbership
certain home study courses.

38. The Journal of the Anerican Academny of Dermatol ogy included six
sel f assessnment tests, and 12 continuing nedical education courses during
1992.

39. The applicant also, during 1992, sold a twelve-issue audi o cassette
presentation of D alogues for Dermatol ogy, which was a hone study course.
Each tape ran for one hour, to one and one-half hours.

40. During 1992, +the applicant also prepared and sold four continuing
medi cal education video tape prograns on current topics, as well as two
basi ¢ science slide and tape study courses.

41. In addition to its continuing nmedical education activities for the



menber shi p, the applicant also provided a continuing nedical education
transcript service to the nenbership to assist themin relicensure in their
hone states.

42. For the practicing physician mnenbers, the applicant published a
mar keting and practi ce managenent newsletter and a quarterly clearing house
of clinical and academi c positions in the field which were avail abl e.

43. To the general public, the applicant issued press releases, and
provi ded short tapes on topics of interest to about 585 radi o stations each
mont h, as well as sending nonthly colum nmaterial to high school
newspapers, corporate newspapers and hospi t al communi ty outreach
publ i cati ons.

44. In May of each year, the applicant sponsors National Melanoma/ Skin
Cancer Detection Mnth, with news releases and free skin cancer screening
sessi ons conducted by volunteers fromthe nmenbership.

45. The applicant also distributed materials and prograns of public
interest to school children.

46. Based on the foregoing, | find that the parcel here in issue and
the building thereon, were owned by Chicago Title & Trust Co., Trust No.
1096423, dated Novenber 26, 1991, during the period January 14, 1992,
t hrough Decenber 31, 1992.

47. The applicant held 100% of the beneficial interest in that trust
during the period January 14, 1992, through Decenber 31, 1992.

48. The applicant, during 1992, published a nedical journal and various
peri odi cal s.

49. The applicant also put on continuing nedical education courses at
its annual neeting, and al so conducted nedi cal conferences.

50. The applicant prepared and published witten and taped hone study
continuing nedical education courses, which it sold to its menbers during

1992.



51. Said nedical education sem nars and courses and hone study courses
ranged froman hour up to two days in | ength.

52. Wile said courses were recogni zed for continuing nmedi cal education
credit, no evidence was offered that any of said courses qualified for
credit by any recogni zed nedi cal school .

53. The applicant does not adm nister nedical specialty exans, and does
not accredit hospitals.

54. The applicant does maintain a transcript service for the continuing
medi cal education courses taken by its nenbers for state relicensing
pur poses.

55. The applicant also prepared and published various print and audio
docunents and nedia presentations to newspapers, radio stations, and
school s, to be dissemnated to the general public.

56. The applicant's continuing nedi cal education courses and hone study
courses, | find, do not constitute a systematic course of study.

57. No evidence was offered that applicant's continuing mnedica
educati on courses significantly reduced the burdens of governnent.

58. | find that applicant's primry sources of inconme, during 1992,
wer e nenbership dues, publication subscription fees, and royalties for
publications, annual neeting registration fees, continuing education fees,
and course sales, and charitable contributions.

59. Finally, I find that during the 1992 assessnent year, the primary
beneficiaries of the applicant's activities were its dues-paying nenbers,

who received the opportunity to take the continuing medical education

courses to help them nmaintain their state licensure as well as other
benefits, including help in building and maintaining their nedica
practi ces.

60. Wiile the applicant did conduct certain activities which were of

benefit to the general public, | find that these were nerely incidental.



CONCLUSI ONS OF LAW Article I X, Section 6, of t he Illinois
Constitution of 1970, provides in part as foll ows:

"The General Assenbly by I|aw my exenpt fromtaxation only the

property of the State, wunits of [|ocal government and schoo

districts and property used exclusively for agricultural and

horticultural societies, and for school, religious, cenetery and

charitabl e purposes.”

35 ILCS 205/19.1 exenpts certain property fromtaxation in part as
foll ows:

"...and including the real estate on which the schools are

| ocated...not |eased by such schools or otherwise used wth a

viewto profit,...."

It is well settled in Illinois, that when a statute purports to grant
an exenption fromtaxation, the fundanental rule of construction is that a

tax exenption provisionis to be construed strictly against the one who

asserts the «claimof exenption. International College of Surgeons v.
Brenza, 8 1l1.2d 141 (1956); MIward v. Paschen, 16 Il1.2d 302 (1959); and
Cook County Collector v. National College of Education, 41 Il1.App.3d 633
(1st Dist. 1976). Whenever doubt arises, it is to be resolved against

exenption, and in favor of taxation. People ex rel. Goodman v. University
of Illinois Foundation, 388 I11l. 363 (1944) and People ex rel. Lloyd v.
University of Illinois, 357 1I1. 369 (1934). Finally, in ascertaining
whether or not a property is statutorily tax exenpt, the burden of

establishing the right to the exenption is on the one who clainms the

exenpti on. MacMurray College v. Wight, 38 IIl.2d 272 (1967); G rl Scouts
of DuPage County Council, Inc. v. Departnent, 189 II|. App.3d 858 (2nd Di st.
1989); and Board of Certified Safety Professionals v. Johnson, 112 II1l.2d
542 (1986).

The Suprenme Court, in applying the | anguage of Article I X, Section 6,
of the I1llinois Constitution concerning schools, to the provisions of
Section 19.1 of the Revenue Act of 1939, (now 35 ILCS 205/19.1), has over

the years devel oped a two-part test.



In People ex rel. MCullough v. Deutsche Geneinde, 249 IIl. 132
(1911), at page 137, the Court stated as foll ows:
"A school wthin the meaning of the constitutional provision, is

a place where systematic instruction in useful branches is given
by nethods comon to schools and institutions of |earning which

woul d make the place a school in the comobn acceptance of the
word. "
In People ex rel. Brenza v. Turnverein Lincoln, 8 Ill.2d 188 (1956),

citing a M nnesota case, the Court said:

"It seens clear from the foregoing that this constitutional tax
exenption for private educational institutions was intended to
extend only to those private institutions which provide at | east
sone substantial part of the educational training which otherw se
woul d be furni shed by t he vari ous publicly supported
schools...which to such extent, thereby |Iessen the tax burden
i nposed upon our citizens as the result of our public educationa
system "

In Coyne Electrical School v. Paschen, 12 Il1.2d 387 (1957), the Court
reaffirmed these two tests and the decisions in the previously cited cases,
and stated as follows:

"On the basis of the foregoing decisions it is manifest that two

things are necessary to qualify a private institution for tax

exenption as a school: first, a course of study which fits into

the general schene of education founded by the State and

supported by public taxation; second, a course of study which

substantially | essens what would otherwise be a governmental
function and obligation.”

Applicant's short educational courses are all post-graduate courses

lasting two days or less, which are not part of a systematic course of

st udy. Applicant, in its brief, <cites the case of IIllinois College of
Optonetry v. Lorenz, 21 IIl.2d 219 (1961). That case is distinguishable on
its facts fromthe case here in issue. In that case, the Court found that

the College of Optonetry offered a systematic course of study, including
courses simlar to the University of Illinois Medical School courses
concerning the specialty of ophthal nol ogy. In this case, the evidence
clearly shows that applicant's courses are post-graduate courses, which are
two days or less in duration, and not part of a systematic course of study.

The applicant, inits brief, also cited the case of Association of



Ameri can Medical Colleges v. Lorenz, 17 111.2d 125 (1959). That case is
al so di stinguishable fromthe case here in issue. In the Association of
Ameri can Medi cal Coll eges case, the applicant was a not-for-profit
corporation whose nenbers included nedical schools throughout the country.
The Association's functions included publishing a directory containing
adm ssion requirenents and ot her i nformati on about nenber school s;
sponsoring adm ssion tests; perform ng placenment functions; and apprai sing
the curricula of medical schools and coll eges. In allowing the tax
exenption for the Association's property, the Supreme Court noted that the
functions to which the property was devoted, were those that would afford
exenption if conducted separately by the nmenber institutions. The Court
concl uded that where the functions thenselves qualify for exenption, it did
not matter that they were perfornmed by a separate organi zation rather than
the respective nenbers. |In this case, the applicant is not functioning on
behal f of tax-exenpt entities, which was the case in the Association of
Aneri can Medi cal Col |l eges case.

This case, | conclude, is very simlar to the case of Anerican Coll ege
of Chest Physicians v. Departnent of Revenue, 202 Il1.App.3d 59 (1st Dist.
1990), in which the Court determined that the American College of Chest
Physi cians did not qualify for exenption as a school.

In the case of People v. Chicago Title and Trust Co., 75 Il1.2d 479
(1979), the Court held that the holder of the beneficial interest in a |and
trust was the owner of the property for real estate tax purposes. I
therefore conclude that the applicant was the owner of this parcel, for
real estate tax purposes during the period January 14, 1992, through
Decenber 31, 1992.

Based on the foregoing, | conclude that the applicant owned the parce
here in issue and the building thereon, during the period January 14, 1992,

t hrough Decenber 31, 1992. I further conclude that the applicant did not



qualify as a school during the period January 14, 1992, through Decenber
31, 1992. Finally, | conclude that the applicant did not use the parce
here in issue and the building thereon, for school purposes during the
period January 14, 1992, through Decenber 31, 1992.

| therefore recommend that Cook County parcel No. 07-13-101-003-0000
be placed back on the tax rolls for the period January 14, 1992, through

Decenber 31, 1992.

Respectful ly Submtted,

George H. Naf zi ger
Adm ni strative Law Judge

August , 1995



